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An Illinois retailer is one who either accepts purchase orders in the State
of Illinois or maintains an inventory in Illinois and fills Illinois orders
from that inventory. The Illinois retailer is liable for Retailers'

Cccupation Tax on gross receipts from sales and nust collect the
correspondi ng Use Tax incurred by purchasers. (This is a GL).

July 14, 1999

Dear M. XXXXX:

This letter is in response to your letter dated May 6, 1999. The nature of
your letter and the information you have provided require that we respond with a
CGeneral Information Letter, which is designed to provide general information, is
not a statenent of Department policy and is not binding on the Departnent. See
86 Ill. Adm Code 1200.120(b) and (c), encl osed.

In your letter, you have stated and nmade inquiry as follows:

Today | presented ny upcomng business situation to your Chicago
office and they suggested | contact you for a legal opinion. Here is
t he situation.

I am soon starting a division of ny Illinois Corporation which will be
a store on the Internet selling major appliances. My Illinois Corp.
has a resale certificate which | intend to use to purchase ny
merchandi se from an Illinois warehouse. The Illinois warehouse also
sells to end users and | wll be their first whol esale buyer for
resal e.

Pl ease clarify the foll ow ng assunptions and situations:

1. If I make an end user sale to an Illinois customer and buy the
mer chandi se from an Illinois warehouse and ask them to drop ship the
order to the Illinois custonmer am | or the |Illinois warehouse
responsible to the State of Illinois for the sales tax?

2. If nmy end user sale is to a customer in a state other than
Illinois and | buy the merchandise froman Illinois warehouse and have
themship it to ny custoner, is there any sales tax due to Illinois or

t he ot her state?

3. If I make an end user sale to a custoner in a State other than
Illinois and | buy the merchandise froman Illinois warehouse and they
contract to have the nerchandise shipped to the customer from a
war ehouse located in the sane State as the customer, is there any

sal es tax due?
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4. The Illinois warehouse | intend to use as ny supplier has told me
that they have an agreenent with M chigan, Indiana, and Wsconsin to
pay them sales tax for any end user orders they receive and ship

directly into those States. However, if | take an end user order for
a customer in those states and buy the nerchandise from the Illinois
war ehouse and they deliver it to the custoner, woul dn' t t he
responsibility of paying the sales tax into those states be gone since
I"'mthe Illinois warehouse custoner and |'m buying for resale? Al so,
since | don't have any agreement in those states, isn't it correct

that | wouldn't have to pay their sales tax either?
Thank you for your help in resolving these questions.
Section 130.605(b), 86 I1ll. Adm Code 130.605, enclosed, states that

Retail ers' Cccupation Tax does not apply where the seller is obligated, under the
terms of his agreenment with the purchaser, to nmake physical delivery of the goods

froma point in Illinois to a point outside Illinois, not to be returned to a
point within Illinois, provided that such delivery is actually nade. In
addi tion, Section 130.605(c) states that Retailers' Occupation Tax does not apply
where the seller ships goods by carrier or by mail, according to the terns of the
agreenent with the purchaser, and the seller delivers the goods froma point in
Illinois to a point outside Illinois not to be returned to a point wthin

Il'linois. Such sales are considered to be sales in interstate commerce and are
exenpt from Retailers' Cccupation Tax. However, there may be a tax liability in
the other state involved in the transaction. II'linois has no authority to
interpret the sales tax |l aws of other states.

When persons or businesses purchase tangi bl e personal property from vendors
that they will resell to purchasers, they may purchase such itens tax-free by
providing their vendors wth properly executed Certificates of Resale.
Certificates of Resale are valid if they contain the information set forth in 86
I11. Adm Code 130.1405. If such persons or businesses fail to provide
Certificates of Resale, the sales are presuned to not be for resale and sellers
woul d incur Retailers' QOccupation Tax and be required to charge the correspondi ng
Use Tax to purchasers.

Wien Illinois retailers nake retail sales in |Illinois to Illinois
purchasers, they incur Retailers’ GOccupation Tax on such sales and mnust collect
the corresponding Use Tax from purchasers. This is true even if such retailers
have the tangible personal property that is sold drop shipped to purchasers in
I1linois. The conpanies that drop ship such tangi ble personal property are not
the sellers and do not incur a tax liability in such a situation. As such,
Illinois retailers nust charge tax absent an exenpti on.

The Departnment has determined that the nost inportant elenment of selling
occurs when a seller accepts the purchaser's offer to buy. Consequently, selling
is deemed to occur where the purchase order is accepted by the seller. It is the
rate inposed by a jurisdiction at that location that will determ ne the proper
tax rate. The location of the purchaser, or the point at which title passes to



ST 99-0224-3L
Page 3
July 14, 1999

the buyer, is immterial. The tax rate is fixed by the location of the seller,
not the delivery |ocation. The fact that the item being sold is shipped from
out-of-State or from another Illinois location is also immterial if the sale
occurs through purchase order acceptance in an Illinois jurisdiction. See the
encl osed copy of 86 Ill. Adm Code 270. 115.

I hope this information is helpful. The Department of Revenue maintains a
Web site, which can be accessed at ww. revenue.state.il . us. If you have further
guestions related to the Illinois sales tax |aws, please contact the Departnent's

Taxpayer Information Division at (217) 782-3336.

If you are not under audit and you wish to obtain a binding Private Letter
Rul i ng regardi ng your factual situation, please submt all of the information set
out initens 1 through 8 of the enclosed copy of Section 1200.110(b).

Very truly yours,

G na Roccaforte
Associ at e Counsel

GR: nsk
Enc.



